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amounts of which must be determined
by the Commissioner:

(1) The amount required to pay off
the existing indebtedness;

(2) The amount of the initial deposit
for the reserve fund for replacements;

(3) Reasonable and customary legal,
organization, title, and recording ex-
penses, including mortgagee fees under
§ 232.15;

(4) The estimated repair costs, if any;
(5) Architect’s and engineer’s fees,

municipal inspection fees, and any
other required professional or inspec-
tion fees.

(d) Project to be acquired—additional
limit. In addition to meeting the re-
quirements of paragraphs (a) and (b) of
this section, if the project is to be ac-
quired by the mortgagor and the pur-
chase price is to be financed with the
insured mortgage, the maximum
amount must not exceed eighty-five
percent (85%) for a profit motivated
mortgagor (ninety percent (90%) for a
private nonprofit mortgagor) of the
cost of acquisition as determined by
the Commissioner. The cost of acquisi-
tion shall consist of the following
items, to the extent that each item (ex-
cept for item numbered (1)) is paid by
the purchaser separately from the pur-
chase price. The eligibility and
amounts of these items must be deter-
mined in accordance with standards es-
tablished by the Commissioner.

(1) Purchase price is indicated in the
purchase agreement;

(2) An amount for the initial deposit
to the reserve fund for replacements;

(3) Reasonable and customary legal,
organizational, title, and recording ex-
penses, including mortgagee fees under
§ 232.15;

(4) The estimated repair cost, if any;
(5) Architect’s and engineer’s fees,

municipal inspection fees, and any
other required professional or inspec-
tion fees.

[53 FR 33735, Aug. 31, 1988, as amended at 59
FR 61228, Nov. 29, 1994]

§ 232.904 Term of the mortgage.
Notwithstanding the provisions of

§ 232.27, a mortgage insured under this
subpart must have a maturity satisfac-
tory to the Commissioner which is not
less than 10 years, nor more than the
lesser of 35 years or 75 percent of the

estimated remaining economic life of
the physical improvements. The term
of the mortgage will begin on the first
day of the second month following the
date of endorsement of the mortgage
for insurance.

§ 232.905 Labor standards and pre-
vailing wage requirements.

The provisions of §§ 232.70–232.74 of
this part shall not apply to mortgages
insured under commitments issued in
accordance with this subpart.

§ 232.906 Processing of applications
and required fees.

(a) Processing of applications. The
local HUD Office will determine wheth-
er participation in a preapplication
conference is required as a condition to
submission of an initial application for
either a conditional or firm commit-
ment. After the preapplication con-
ference an application for a conditional
or firm commitment for insurance of a
mortgage on a project shall be sub-
mitted by the sponsor and an approved
mortgagee. Such application shall be
submitted to the local HUD Office on a
HUD approved form. An application
may, at the option of the applicant, be
submitted for a firm commitment
omitting the conditional commitment
stage. No application shall be consid-
ered unless accompanied by all exhibits
required by the form and program
handbooks. An application may be
made for a commitment which provides
for the insurance of the mortgage upon
completion of any improvements or for
a commitment which provides, in ac-
cordance with standards established by
the Commissioner, for the completing
of specified repairs and improvements
after endorsement.

(b) Application fee—conditional commit-
ment. An application-commitment fee
of $3 per thousand dollars of the re-
quested mortgage amount shall accom-
pany an application for conditional
commitment.

(c) Application fee—firm commitment.
An application for firm commitment
shall be accompanied by an applica-
tion-commitment fee of $5 per thou-
sand dollars of the requested mortgage
amount to be insured less any amount
previously received for a conditional
commitment.
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(d) Inspection fee. Where an applica-
tion provides for the completion of re-
pairs, replacements and/or improve-
ments (repairs), the Commissioner will
charge an inspection fee equal to one
percent (1%) of the cost of the repairs.
However, where the Commissioner de-
termines the cost of repairs is minimal,
the Commissioner may establish a
minimum inspection fee that exceeds
one percent of the cost of repairs and
can periodically increase or decrease
this minimum fee.

(e) Cross-reference. The provisions of
paragraphs (f)(1) (Fee on increases), (g)
(Reopening of expired commitments),
(h) (Transfer fee), (i) (Refund of fees),
and (j) (Fees not required) of § 200.40 of
this chapter apply to applications sub-
mitted under subpart E of this part.

[61 FR 14416, Apr. 1, 1996]

PART 234—CONDOMINIUM OWN-
ERSHIP MORTGAGE INSURANCE

Subpart A—Eligibility Requirements—
Individually Owned Units
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234.1 Cross-reference.
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234.26 Project requirements.
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234.63 Location of property.
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234.259 Claim procedure—graduated pay-
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cate by mortgagee.
234.262 Exception to deed in lieu of fore-
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234.265 Contents of deed and supporting doc-

uments.
234.270 Condition of the multifamily struc-

ture.
234.273 Assessment of taxes.
234.274 Certificate of tax assessment.
234.275 Certificate or statement of condi-

tion.
234.280 Cancellation of hazard insurance.
234.285 Waived title objections.

Subpart C—Eligibility Requirements—
Projects—Conversion Individual Sales Units

234.501 Eligibility requirements.

Subpart D—Contract Rights and
Obligations—Projects

234.751 Cross-reference.

Subpart E—Servicing Responsibilities—
Individually Owned Units

234.800 Cross-reference.

AUTHORITY: 12 U.S.C. 1715b and 1715y; 42
U.S.C. 3535(d).

SOURCE: 36 FR 24628, Dec. 22, 1971, unless
otherwise noted.

Subpart A—Eligibility Require-
ments—Individually Owned
Units

SOURCE: 61 FR 60161, Nov. 26, 1996, unless
otherwise noted.

§ 234.1 Cross-reference.
(a) All of the provisions of subpart A

of part 203 of this chapter concerning
eligibility requirements of mortgages
covering one- to four-family dwellings
under section 203 of the National Hous-
ing Act (12 U.S.C. 1709) apply to mort-
gages on individually owned units in-
sured under section 234 of the National
Housing Act (12 U.S.C. 1715y), except
the following provisions:

Sec.
203.12 Mortgage insurance on proposed or

new construction.
203.14 Builders’ warranty.
203.18a Solar energy system.
203.18c One-time or up-front mortgage in-

surance premium excluded from limita-
tions on maximum mortgage amounts.

203.38 Location of dwelling.
203.42 Rental properties.
203.43c Eligibility of mortgages involving a

dwelling unit in a cooperative housing
development.

203.43d Eligibility of mortgages in certain
communities.

203.43f Eligibility of mortgages covering
manufactured homes.

203.43g Eligibility of mortgages in certain
communities.

203.43h Eligibility of mortgages on Indian
land insured pursuant to section 248 of
the National Housing Act.

203.43i Eligibility of mortgages on Hawaiian
Home Lands insured pursuant to section
247 of the National Housing Act.
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